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KEY ECONOMIC INDICATORS: NIGERTA 
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INCOME PRODUCTIONS/ 


GDP at Constant Factor Costeece 1862.5 2090(est) Ne® + 12(est) « 
GDP Per Capita, in POUNKS ecececce 28.2 50.8 Nea + 9.2 (est) - 
Index of Manufacturing Produce 
tion (1965100) cece eeeceecece 167 175 176 (JaneMa: } + 4.8 - 2.8 
Crude Petroleum(million bble)e. 396 558 $20 +40.9 #18.0 
Cotton Textiles(million sqeydse) 329 325 64( Jan-Mar} ~ 1.2 24,4 
oe ee ine 217 212 “5600 = 2.7 
Cocoa, purchases (000 tons )¥igre 
keting Year ending Auge 51~ ee 218 299 239 +57,2 18.2 
Peanuts (000 tons) ting 
Year ending Septe 30% eccceece 658 281 299 =56.0 + 6.4 
Paim Kernels (000 tons )eces eee 295 502 144 + 264 ~ 8,8 
MONEY & PRICES 
Money Supplycccscccccccccce . 504.2 514.5 299.3 + 5.4 + 2.5 
Public Debt Outstandingeeceere. 645.8 733.8 793.4 #15 .6 +11,0 
External DEP nsiatnsenocoscos 86.8 107.2 127,38 423.5 +45,% 
External Debt Service as i 
percent of exportececcecccoce 3.6 2.0 Nea wA4 4 - 
Cml,. Bank Minimm Interest Rate 7. 7 7 - 
Consumer Lower Income Price 
Index for Lagos, 1960100.. 151 175 185 +15,9 + 8.8 
BALANCE OF TRADE 
Gold & Foreign Pxchange Reserve 88.4 152.1 118.8 +7261 = 8.7 
Balance of Trade +/ scccceccsee +64,5 4107.1 + 75.0 +6620 +41,2 
Exports (fab)acocccccccccecccce 442.7 646.6 536.2 +46.1 + 6.8 
UeSe Share eccccccccccccccses 50.4 114.0 67.0 126.2 +65.4 
Imports (cif)s ececccececesesee 378.2 539.5 2612 42.6 = 0.2 
US. Share Sccesececosecece 5428 7507 28,2 58.1 29.0 


1/ Data listed in Nigerian pounds as poundedollar rate shifted during 1971. 

2/ Production statistics provided in absence of complete mational income and employment 
data. Figures used reflect latest revisions. Values for GP are for fiscal 
year (AprileMarch). 

8/ For crop year ending in month of year listede 

4/ Data as of end of periods 


5/ Main imports (cif) from US (JaneJune 1972): Machinery (£15.0 million); wheat (£5.4 
million); tubes, pipes and fittings (£1.5 million); transport equipment and spare 
parts (£2,0 million). 





SUMMARY 


The Nigerian economic boom continues, spurred by the steady rise 
in oil exports, Receipts from oil exports in 1972 are running 
about one-fourth higher than in 1971 and more than compensate for 
a continuing slump in agricultural exports. Both the Federal 
budget and the balance of trade are in surplus. However, Nigeria 
has not yet reached the position where all imports can be paid 

for on a current basis. The deferred payments system which delays 
release of foreign exchange for most imports until 90-180 days 
after the arrival of goods is still in effect, but payments remain 
on schedule under this system. Imports have leveled off, but 
remain at the 1971 record level. Inflation has been checked and 
the steep price increases of recent years eliminated. A new 

wage freeze has been imposed on government employees. The 
implementation of development projects is accelerating slowly. 


Many established foreign firms are succeeding in accommodating to 
the terms of the Indigenization Decree", but foreigners 
contemplating new investments are still often hesitant, preferring 
to "wait and see" how the indigenization program is being 
administered, Negotiations continue between the government and 
private firms to provide for Federal participation in commercial 
banks and to extend government participation in the petroleum 
industry. 








CURRENT ECONOMIC SITUATION AND TRENDS 


Government Policy: Although foreign firms affected by the "Indigenization 
Decree" have until March 1974 to comply with the Decree's terms, many firms 
are already taking steps to obtain Nigerian participation in their 
businesses. In acting quickly these firms hope to find both better 
Nigerian partners and also obtain some of the scarce local capital before 

it is committed elsewhere. Several large foreign-owned enterprises (subject 
to the 40% local participation requirement) are issuing public stock with 
subscription limited to Nigerian stockholders, Several of these share 
offerings by long-established foreign firms have been heavily oversubscribed. 
Other smaller foreign firms are aiming to obtain the requisite level of 
private Nigerian participation through direct negotiations with prospective 
Nigerian partners, rather than by "going public”. 


In general, the two-year “grace period" provided by the Decree is permitting 
foreign owners to comply with the Decree's provisions without being faced 
with a prospect of having to dispose of assets at "fire sale’ prices. 

No good estimate is yet available on the total amount of local capital 
needed to fund the required changeover in ownership. Government officials 
stress that plans are well advanced for activating a new Industrial and 
Commercial Bank and for expanding the existing Nigerian Industrial 
Development Bank to make more capital available to Nigerian investors. 


Expanding trade with its West African neighbors is now a major theme of 
the Federal Government's foreign policy. Nigeria and Togo have already 
entered into an agreement looking toward economic union and Nigeria hopes 
this initiative will serve as a nucleus for building a West African 
Common Market. Other African nations have been invited to associate with 
this grouping. Other negotiations with more modest aims in the field 

of intra-regional cooperation have been held with Senegal (cultural and 
economic, Chad (transportation), Zambia (trade), Guinea (economic 
cooperation), Niger Republic (communications), and Ghana (trade), 


Like other developing nations of the Commonwealth, Nigeria has been 
invited to associate with the European Economic Community. Nigeria has 
indicated, however, its unwillingness to grant "reverse preferences" to 
European developed nations as required in past EEC agreements with 
African developing nations, 


In his October 1 Independence Day message Nigeria's Head of State announced 
encouraging progress in the continuing negotiations of the government 

with commercial banks to obtain some Federal participation in local 
commercial banking operations, Along with the members of the Organization 
of Petroleum Exporting Countries Nigeria is negotiating with oil producing 
companies to increase government "participation" in the production of oil. 





Economic Growth: Oil production reached a level of 1,857,725 barrels 

per day in September 1972, representing an increase of 14% over the level 
one year earlier. Nigeria now ranks sixth among the world's leading 
petroleum exporters and oil contributes close to 20% of total national 
income, Increases in oil production are expected to continue, but not 

at the rapid level which marked the immediate post-war years. 


Foreign exchange earnings from oil exports will allow Nigeria to continue 
to fund high levels of imports and increased government tax "take" from 
oil has contributed to an overall surplus in the Federal budget. Funds 
are available to finance greatly expanded public investment, both at 

the Federal level and by Nigeria's 12 States which benefit from Federal 
"revenue sharing". 


Nigeria is also anxious to exploit her extensive natural gas reserves, 

only a small fraction of which are currently being utilized for energy 

in the Niger Delta area, Various proposals from foreign firms are 
currently being examined by the Federal Government with a view to 
establish natural gas liquefaction facilities on a Federal-private, joint- 
venture basis. These projects will have a long gestation period, but 
should eventually provide yet another important source of foreign 

exchange to finance development efforts. As Europe's gas needs may 


largely be met from other sources, e.g. North Sea, the United States is 
expected to be the prime market for exports of Nigerian liquefied gas. 


Implementation of the Development Plan is accelerating, at least partially 
because it is now clear that adequate financing will be available to carry 
out the Plan's major projects. Contracts have been let for several large 
road-building projects and plans announced for implementation of other 
large infra-structure projects, The Federal Government recently invited 
prequalification of foreign construction firms interested in bidding on 
construction of 16 airports in Nigeria, including a $75 million expansion 
of Lagos' airport facilities. The Electric Company of Nigeria and the 
Niger Dams Authority have been merged together into the Nigerian Electric 
and Power Authority which will receive over $75 million in World Bank 
assistance to expand generation and transmission capacity. 


But there are some dull spots in the generally bright outlook for the 
Nigerian economy. During the first half of 1972 the output of agricul- 
tural export commodities fell to its lowest level in five years. Export 
earnings from these crops during this period fell sharply from the level 
set in the first half of 1971 - cocoa -32%, peanuts and peanut products -4%, 
palm products -51%, and rubber -50%. ‘These slumps were due in part to 
poor weather conditions in the 1971-72 crop year and increased domestic 
consumption, Farmers have also responded to higher domestic prices by 
shifting some acreage from export crops to domestic foodstuffs, Declines 
in world prices for all commodities except cocoa and cotton also 
contributed to the decline in export earnings in early 1972. 


Agricultural production for domestic consumption is also disappointing. 
Government officials are increasingly concerned with the lagging per- 
formance of the agricultural sector which employs 70% of the Nigerian 








workforce and contributes 40% of national income. The seriousness of 
government concern is indicated by plans to activate an Agricultural 
Credit Bank to provide farmers with cash loans, better equipment, and 
fertilizers. Plans have also been announced by the Head of State to 
review the operations of the government marketing boards which handle 
export produce. 


Manufacturing is growing more slowly than projected by the National 
Development Plan, but still accounts for close to 10% of national income. 
Tax relief accorded to the large domestic textile industry has not yet 
reversed the downward trend in production in that industry. Imports of 
textiles likewise declined indicating some saturation of the local 
market, Textile merchants are hopeful that a better crop season this 
year will put more purchasing power in the hands of rural consumers and 
spur increased demand for local textiles. Some local manufacturing 
industries, however, scored production gains in early 1972, particularly 
cement and beverages. The outlook for these industries remains bright. 
As the development program accelerates more cement will be needed, while 
the consumption of bottled beverages is rising pari passu with urbanization. 


The overall output of solid minerals rose during the first half of 1972, 

but remains small in comparison with the petroleum sector. Coal pro- 
duction, concentrated mainly in East-Central State, rose 132% over the level 
of early 1971 and attests to the recovery of that war-damaged area. 
Limestone production rose 40% over the same time-span, while tin ore 

output fell 22% and columbite production remained stable. 


Although negotiations began two years ago for establishment of two auto 
assembly plants in Nigeria, contracts between the Federal Government and 
the parent firms were only recently signed. As predicted, ownership of 
the two plants will be shared among the parent firms, the Federal 
Government, and private investors. Initiation of construction of these 
plants is behind schedule and a Federal Commissioner recently aimed 
public criticism at one foreign partner for "foot dragging". Negotiations 
are currently underway on contracts for the establishment of domestic 
fertilizer plants and two salt refineries. 


A liberal government policy on imports, an end to Federal deficit spending, 
and shifts of farm acreage to domestic foodstuffs have effectively 
dampened the high inflation rate which marked the immediate post-war 
years. During the first half of 1972 the consumer price index for the 
lower income group rose only one-fourth as much as it had in the comparable 
period of 1971, rising by only oi, as compared with 10% in the earlier 
period, A slowing of the increase in food prices was largely responsible. 
Even though the price rise has been checked, workers are pushing for a 
larger share in the benefits from economic expansion. Labor union 
activities aimed at higher wage rates are increasingly evident, in spite 
of legislation barring strikes, Recognizing the increasing clamor for 
higher wages in the public sector the government has instituted a two- 
year study of remuneration in this sector of the economy and has imposed 

a wage freeze in the public sector during this period, In Nigeria a 





public service wage freeze also has strong implications for private 
sector wages as private wage rates have traditionally followed those 
of the government sector. 


Finance and Trade: Increased tax revenue from the petroleum sector 
accounted for four fifths of the 72% jump in Federal recurrent revenue 
registered in fiscal year 71/72. These higher tax revenues allowed 

the Federal Government to eliminate inflationary deficit spending, 
increase Federal revenue-sharing with the 12 States, and triple Federal 
capital expenditures. Treasury returns for fiscal year 71/72 indicate 
an overall Federal surplus of 64 million pounds ($192 million) without 
counting sizable revenues generated from domestic and foreign borrowing. 


Petroleum exports now dominate Nigeria's export trade, During the first 
half of 1972 Nigeria's total exports rose to 336 million Nigerian 
pounds and oil alone accounted for 82% of this amount, compared to 

69% a year earlier, Non-petroleum exports, mainly agricultural, showed 
some decline, 


The consumer spending boom which fueled the record import level of 
1971 is tapering off. Total imports for the first half of 1972 showed 
a tiny drop from the level of early 1971. It appears that the pent-up 
demand of the immediate post-war years has largely been satisfied 

and inventories brought back to satisfactory levels, Now, with 
government capital spending rapidly accelerating, capital goods 

are expected to comprise a larger share of future imports. It is 

in this area that U. S. goods are most competitive, 


Although the total level of Nigeria's imports remains fairly steady, 

the first half of 1972 saw a marked shift in their composition. 

Sizable increases occurred in imports of automotive vehicles (170%) 

and food products (32%), while declines occurred in imports of textile 
machinery (-59%), cotton textiles (-24%), and pipes and fittings (-46%). 


Improvements in the financial situation permitted further liberaliza- 
tion, but not elimination, of Nigeria's deferred payments system for 
imports, Foreign exchange is consistently being released on schedule 
to cover imports of goods subject to 90-180 days deferred payment, as 
well as those few goods payable on sight and large capital goods 
imports payable over a 1-4 year period, The Federal Government's 
success in liquidating short-term "backlog" of import liabilities in 
early 1972 was partly responsible for a small overall outflow of 
foreign exchange during the first half of 1972. By October, however, 
reserves had again climbed to $365 million, an amount sufficient to 
cover imports for three months, 








Nigeria responded to the "float" of Sterling by holding the value of 
the Nigerian pound steady in terms of dollars or SDRs, retaining the 
$3.04 central rate for the Nigerian pound set in December, 1971. As 
a consequence of the depreciation of the Sterling component of 
Nigerian reserves, Nigeria suffered a "devaluation loss" of close to 
$12 million (as the Sterling Area guaranty of the United Kingdom 
was definéd in terms of the $2.40 valuation of the British pound), 
Govérnment officials have also stated that Nigeria is seeking a 
sizable expansion of her present International Monetary Fund credit 
quota and have observed that the current 135 million SDR level is in- 
adequate to Nigeria's present status and requirements. 


IMPLICATIONS FOR THE UNITED STATES 


Market for U.S. Exports: Accelerated implementation of the Development 
Plan is opening large opportunities for exporters, Some of particular 
interest to American firms are: 


The World Bank-supported expansion of electric power 
generation and transmission facilities, estimated cost 
of over $100 million. 


A $75 million project to expand Lagos' airport, for which 
foreign firms have been invited to submit prequalification 
bids prior to December 29, 1974. 


Numerous highway projects remaining in the government's four- 
year $420 million program for road construction, 


Other current openings for U.S. suppliers include: 


Proposals for a natural gas liquefaction plant and ancillary 
transportation facilities, estimated cost of over $1 billion, 


Skilled management services are also required by some of 
Nigeria's public corporations (e.g., the recent selection 
of a U.S. airline to assist in management of Nigeria Airways). 


Opportunities continue for imports of wheat, rice, oil 

field equipment, computer, transportation, and communications 
equipment, which are the majority of imports from the U.S. 
Medical services carry a high priority in development 

plans. A recent U.S. Department of Commerce-sponsored 
hospital/medical trade mission found sales opportunities 
exceeding its expectations. 


Investment Opportunities: Nigeria's good financial prospects, political 
stability, and the large internal market are attracting investor 
interest in this country. Moreover, government investment programs 

are moving ahead more rapidly; new opportunities are opening as the 





government seeks foreign partners as associates in joint-ventures. 

At thepresent time the expertise of American firms is particularly 
relevant to government proposals for joint ventures in shrimp fishing, 
petrochemicals, fertilizer production, LNG production and distribution, 
and food processing industries. 
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market share reports 


THE COUNTRY SERIES gives: 


e U.S. dollar values and percentage 
shares of the market 


e values of shipments of manufac- 
tured products of eight other 
countries 


dollar value of shipments of 1,127 
manufactured products into a 
single foreign market 


e 73 country reports 





CATALOG 


are issued in two series: 


THE COMMODITY SERIES gives: 


e total import market for most 
manufacturers 


e dollar value of shipments by the 
U.S. and eight principal suppliers 


© 1,109 commodity reports to 92 
destinations 


Country Series, $3 each report 


Commodity Series, $3 for one to five 
reports 
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